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CONFIDENTIAL BONN 05274 

DEPARTMENT PASS TREASURY, DEFENSE AND FEDERAL RESERVE 

E.O. 11652: GDS 
TAGS: EFIN, GW 
SUBJECT: OFFSET 

1. WE HAVE NOW RECEIVED FROM THE GERMANS A COUNTER- 
DRAFT TO OUR DRAFT MINUTE EMBODYING THE PROPOSED NEW 
OFFSET AGREEMENT. OUTLINED BELOW ARE THE MAIN 
DIFFERENCES BETWEEN THE US AND THE GERMAN DRAFTS: 

(A) THROUGHOUT THE AGREEMENT THE GERMAN DRAFT 
FAILS TO SPECIFY WHAT PART, IF ANY, IS TO BE COMPLETED 
PRIOR TO JUNE 30, 1974. 

(B) CONCERNING MILITARY PROCUREMENT, THE GERMAN 
DRAFT CLAIMS CREDIT FOR DM 121 MILLION PAID PRIOR TO 
JULY 1, 1973 (AND PRESUMABLY BEYOND WHAT WAS REQUIRED 
UNDER THE PREVIOUS OFFSET AGREEMENT). THE GERMAN DRAFT 
ALSO GOES BACK TO LANGUAGE OF EARLIER OFFSET AGREEMENTS 
SPECIFYING THAT MILITARY PROCUREMENT WILL BE MADE IN THE 
LIGHT OF GERMAN MILITARY REQUIREMENTS, BUDGET 
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CAPABILITIES , AND THE AVAILABILITY AND ECONOMIC 
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ADVANTAGE OF PROCUREMENT IN THE US. 

(C) IN REGARD TO INVESTMENT IN TROOP FACILITIES, 

THE GERMAN DRAFT SPECIFIES THAT DM LOO MILLION OF THE 
DM 600 MILLION TOTAL IS TO BE USED FOR SAFETY 
MEASURES OR THE MOVE OF MUNITION STORAGE AREAS AND 
FIRING RANGES AS WELL AS FOR OTHER ENVIRONMENTAL PRO- 
TECTION MEASURES. THE GERMAN DRAFT ALSO SPECIFIES THAT 
PART OF THE DM 600 MILLION COULD BE USED FOR NEW CON- 
STRUCTION. 

(D) CONCERNING REAL ESTATE TAXES AND AIRPORT FEES, 

THE GERMAN DRAFT PROVIDES THAT THE FEDERAL GOVERNMENT 
WILL UNTIL JUNE 30, 1975, PAY LANDING FEES AND AIRPORT 

USE CHARGES AS WELL AS REAL ESTATE TAXES FOR REAL ESTATE 
USED BY NON-APPROPRIATED FUNDS (BETREUUNGSEINRICHTUNGEN). 
IN RETURN A DM 20 MILLION LUMP SUM WILL BE CREDITED 
UNDER THE OFFSET. PAYMENTS ALREADY MADE BY THE US 
GOVERNMENT WILL NOT BE REFUNDED. 

(E) REGARDING SCIENTIFIC COOPERATION PROJECTS, THE 
GERMAN DRAFT DOES NOT PROVIDE FOR EITHER A DEADLINE 
BY WHICH DETAILS ARE TO BE AGREED UPON OR A DEPOSIT IN 
THE TREASURY. 

(F) BUNDESBANK CREDIT. THE GERMAN DRAFT PROVIDES 
THAT THE BUNDESBANK INVESTMENTS SHALL "AIM" TO BE 
DM 2,250 MILLION. 

(G) THE GERMAN DRAFT STATES THAT THE FEDERAL 
REPUBLIC AND THE US AGREE THAT THE MEASURES PROVIDED 
IN THE DRAFT CONSTITUTE A FULL OFFSET OF THE DM 
EXPENDITURES OF THE US FORCES IN GERMANY FOR THE PERIOD 
FROM JULY 1, 1973, TO JUNE 30, 1975, AS ESTIMATED BY 

THE US GOVERNMENT. 

(H) THE GERMAN DRAFT ALSO CONTAINS A PARAGRAPH 
THAT THE GERMAN PAYMENTS ARE MADE ON THE ASSUMPTION 
(VORAUSSETZUNG) THAT THE STRENGTH OF THE US FORCES 

IN THE FEDERAL REPUBLIC WILL BE MAINTAINED ESSENTIALLY 
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AT THE STRENGTH OF JULY 1, 1973. IN CASE OF SUB 
STANTIAL REDUCTION THE FEDERAL GOVERNMENT RESERVES THE 
RIGHT TO SUGGEST CONSULTATIONS CONCERNING THE 
EFFECT OF SUCH A REDUCTION REGARDING THE OBLIGATIONS 
SET FORTH IN THE OFFSET AGREEMENT. 

2. WE WILL CABLE ENGLISH TRANSLATION OF FULL TEXT OF 
DRAFT TOMORROW. 
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